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BEERS, ANDERSON, JACKSON & SMiITH, P. C.
ATTORNEYS AT LAW

MONTGOMERY OFFICE

SUITE 100

*MICHAEL B. BEERS 250 COMMERCE STREET

J‘I‘:::A'l'_ ;":f:::g: MONTGOMERY, ALABAMA 36104 MAILING ADDRESS:
.Tzrrnn w. ;mrn (334) 834-5311 P. O. BOX 1988
CHRISTOPHER J. HUGHES FAX (334) 834-5362 MONTGOMERY, AL 36102
WILLIAM F. PATTY BIRMINGHAM OFFICE

WINSTON W. EDWARDS SUITE 701 OF COUNSEL
CONSTANCE T. BUCKALEW 2101 6TH AVENUE NORTH D. PATRICK HARRIS
"ADMITTED IN ALASAMA BIRMINGHAM, ALABAMA 35203

AND GEORGIA (205) 254-1958

FAX (205) 324-3802

April 25, 1997

Federal Election Commission
999 E Street, N.W.

Washington, D.C. 20463 _M u R 4[ é 3 3 ;—;

Dear Commissioners:

I, James Anderson, file this complaint charging violations of the Federal
Election Campaign Act of 1971, as amended (“FECA” or the “Act”) 2 U.S.C.
§§441a(a)(1), 441a(a)(8) and related regulations of the Federal Election Commission
(“FEC”), 11 C.F.R. §§ 110.1(b), 110.1(h), 110.9(a) by Robert Riley and his principal
campaign committee and by Robert Riley, Jr. The Act was further violated by Triad
Management Services, Inc. (“Triad™).

As outlined in the attached article from the Wall Street Journal and the attached
AP wire story, Robert Riley, Jr., son of Congressman Robert Riley, violated the Act
by contributing more than the permitted $1,000 per person, per election, to the Riley
for Congress campaign. Riley, Jr. contributed $5,000 to various political action
committees (“PACs™) with the knowledge that substantial portions of those
contributions would be contributed to the Riley campaign. These contributions were
earmarked through a corporate entity, Triad, in violation of a the provision of the law
prohibiting a corporation from serving as a conduit for earmarked contributions.
Congressman Riley and his campaign committee violated the Act by accepting these
excessive contributions.

Riley, Jr. either explicitly earmarked those contributions, or he indicated
indirectly or implied that his contributions should be used toward his father’s
campaign. He has admitted providing the checks to Triad for transmission to the
various PACs. As we show with the facts and summary below, the similarities of
timing and amounts of the contributions to the PACs and, in turn, to the Riley
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campaign, are too striking to be mere coincidences. The coordination of this effort by
Triad further underscores this conclusion.

Accordingly, we ask the FEC to instigate a thorough investigation into these
illegal contributions to the Riley campaign and to take appropriate remedial action.

The Facts

Robert Riley ran for the U.S. Congress in the in 1996. The primary election on
June 4 was vigorously contested and resulted in a runoff between two Republican
candidates. Riley, Jr.’s contributions, and the subsequent PAC contributions, were all
made immediately preceding this contested primary.

In a two-week period in May (May 9 through May 23) before the primary,
Riley, Jr. contributed $4,000 to five separate PACs, which in turn contributed $3,500
to the Riley campaign. The contributions were made as follows:

° Conservative Campaign Fund: On May 9, Riley, Jr. contributed $1,000; on
May 29, the Fund contributed $1,000 to the Riley campaign.

) American Free Enterprise: On May 13, Riley, Jr. contributed $1,000; 10 days
later, on May 23, the PAC contributed $1,000 to the Riley campaign.

o Citizens Allied for Free Enterprise: On May 22, Riley, Jr. contributed $1,000;
two days later, on May 24, the Committee contributed $1,000 to the Riley
campaign.

° Faith, Family and Freedom: On May 23, Riley, Jr. contributed $1,000; the
next day, on May 24, the PAC contributed $500 to the Riley campaign.

In addition, Riley, Jr. gave the following additional $1,000 contribution:

o Eagle Forum PAC: On July 12, Riley, Jr. contributed $1,000; on July 29 and
September 11, the PAC contributed $500 (each time) to the Riley campaign.

Riley, Jr. has stated that he gave the contributions to Triad to distribute to the
various PACs. Since the contributions were received by the PACs, Triad completed
its duties as a conduit for Riley, Jr.’s contributions.

[04031-0034/Riley Complaint] 42597
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The Law

Under the federal campaign law, individuals may not “make contributions to
any candidate, his or her authorized political committees or agents with respect to any
election for Federal office which, in the aggregate, exceed $1,000.” 11 C.F.R.
110.1(b). “All contributions by a person made on behalf of or to a candidate,
including contributions which are in any way earmarked or otherwise directed to the
candidate through an intermediary or conduit, are contributions from the person to the
candidate.” 11 C.F.R. 110.6(a). Earmarked contributions count against the $1,000
individual contribution limit.

A contribution does not have to be earmarked directly or expressly. FEC
regulations provide that a contribution is earmarked “whether direct or indirect,
express or implied, oral or written, [if it] results in all or any part of a contribution or
expenditure being made to, or expended on behalf of, a clearly identified candidate or
a candidate’s authorized committee.” 11 C.F.R. 110.6(b).

An individual may contribute to both a specific candidate and also to a political
committee which has supported, or anticipates supporting, the same candidate in the
same election, “as long as . . . (2) The contributor does not give with the knowledge
that a substantial portion will be contributed to, or expended on behalf of, that
candidate for the same election. . . .” 11 C.F.R. 110.1(h). Where that knowledge is
present, the contribution counts against the individual’s $1,000 contribution limit.

A corporation may not serve as the conduit for an earmarked contribution. 11
CFR. § 110.6(b)}(2)ii). Corporations are further prohibited from “facilitating the
making of contributions for candidates or political committees. The Federal Election
Commission regulations define “facilitating” as including “soliciting contributions that
are earmarked for a candidate that are to be collected and forwarded by the
corporation . ..” 11 CF.R. § 114.1(f)(2)(iii). The use of corporate employees and
resources to “plan, organize or carry out [a] fundraising project” is also prohibited,
unless such use is paid in full in advance by the beneficiary.

It is also a violation of the Act for a candidate or political committee to accept
any contributions or make any expenditures that violate the provisions of part 110. 11
C.F.R. 110.9(a).

[04031-0034/Riley Complaint] 42597
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Discussion

Riley, Jr. violated the law by exceeding the $1,000 personal contribution limit.
He contributed $5,000 over his lawful contribution limit earmarked for the Riley
campaign. Riley, Jr. contributed a total of $5,000 to political committees which, in
turn, immediately contributed an almost identical amount to the Riley campaign.
Each Riley, Jr. contribution to a PAC was followed by a strikingly similar
contribution to the Riley campaign, most within 1 to 14 days of the Riley, Jr.
contributions. Congressman Riley and his committee have also violated the Act by
accepting excessive contributions from his son.

Under the definition of earmarking in the FEC’s regulations, there is little
question that Riley, Jr. exceeded the lawful contribution limits by earmarking for the
Riley campaign the money he contributed to these PACs. Whether the earmarking
was explicit or subtle, it violates provisions of the Act. It cannot be mere coincidence
that at least five separate contributions were made by Riley, Jr. to PACs in early May
and in that same month, those same PACs each gave the same amounts to the Riley
campaign.

The PACs, Riley, Jr. and Congressman Riley may attempt to argue that the
contributions to the campaign were not coordinated and that the Riley, Jr.
contributions were not earmarked to go to the Riley campaign. However, an
investigation will show that this is not the case. Coincidence cannot explain the
extraordinarily close timing of the Riley, Jr. contributions to PACs and the PAC
contributions to the Riley campaign, all at a critical juncture in his campaign.

Even if Riley, Jr. can somehow argue that this money was not explicitly
earmarked, Riley, Jr. contributed that money with the knowledge that a substantial
portion would be contributed to the Riley campaign. Either way, Riley, Jr. violated
the law by exceeding his personal contribution limit to the Riley campaign and the
Riley campaign violated the law by accepting these excessive contributions.

Triad violated the campaign laws by serving as a conduit for contributions from
Riley, Jr. to the PACs. Their efforts to solicit and coordinate contributions for the
Riley campaign using corporate employees and resources (with no evidence of
reimbursement by the Riley campaign at all, much less in advance), was a further
violation of the prohibition on corporate contributions in connection with federal
elections.

[04031-0034/Riley Complaint] 4ns/1
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We request that the Commission conduct a prompt investigation into the above
stated matters and enter into conciliation with the Respondents to remedy the
violations by imposing any and all penalties grounded on the violations in this
complaint.

Respectfully submjtted,

Y

s
Jn@s Anderson

Subscnbed and sworn to before me

ijs day of pnl 1997.

Nﬂary Public

[04031-0034/Riley Complaint] 4125197
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Adviser Helps Political Donors Spread Their Weals
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By GERALD F. SRTB
And GLENN R. SiMPsoN
Starf Reporters v) THE Wal.L STREET JOUANAL
WASHINGTON —~ When Robert Riley.
an affable Republican businessmyn. was

Donations to poliical action commitiees in May 1506 by Alabama lawyer Rodert Riley Jr
nd roenmt: ot The 5ame PACS by Alsbama GOP Conressional candicate Robert Ry St

focked in a hot race ip Alabama for a RORENT RILEY JR. ROBERT AILEY SR.
Houye seac, his son wanted to help owt. So DONATES TU... PAC RECBIVES...  ...PAC DOWATES RECRVES

Robert Riley Jr. gave three separate con-
tributions of $1.000 to his father’s congres-
sional campaign, the legally allowed limit
for ndividual donations. ederal records
show.

$1.000. Moy 9 smwwmd  Canesrvative Campaign fund  ewssmmmd §1,000, May 29
$1.000. May 13 =enesmmd Americas Frae Emterpnse s $1,000, May 23
$1.000, May 22 ==smmmp- Citizuny Alliag for Frae Enfargrise e $1,000, May 24
$1,000, May 23 Faith, Family & Fraedom s $500, May 24

e But the younger Mr. Riley was heipful

3 10 another wiy. Last May, just before his Soune: fadersl Baction Comavetion

¢n father's pnmary election. he made sepa- L—-———--'l e ———
rate contrnbutions of $1.000 (o four different )

= political action commuttees. By the end of Miss Maienick nsists she explicitly

*T the month, according (o federal records, tells clients. including the younger Mr.

T each of thuye PACs had in luen given a Riley, that there is no guarantse thewr

(3 donsuion to his father’s campaign. Three PAC contributions will transiate ym con-
of the four PACs gave the Riley campaign tributions to a specitic cpdidm. There's

< $1.000. the precise amount the younger Mr. 10 quid pro quo, there's no earmarking,

¢ Riley had contributed to them. One PAC there's no laundering."” she says. "It's all

made 1ts $1,000 campaign donation just two
days after getting money from Mr. Riley.
records indicate.

Rep. Riley’s office ingists the contribu-
tions weren't an effort to circumvent fed-
eral laws limiting how much an individual
can qivé to a campaign. “We are apso-
lutely certain that there i3 no connection
between the PACs' contributions to the
campaign and Robert Riley's contribu-
tions to the PACs,” says Michael Scanion,
the congressman's press secretary,
Stuffing the Envelope

Yet there is an uniikety figure who links
the younger Mr. Riley. the PACs and the
Riley congressional campaign. She is Car-
olyn Malenick, 3 35-year-old veteran of
conservative ¢rusades and (ounder of a

." Many donors, she says. simply

!S:oali'nmownow they can maximize" thewr
campaign contributions. “1 offer & serv-
m“sﬁ adds that she was a (riend
of the Riley family well before the senior
Mr. Riley ran for. Congress in a primary.
election and runoff, (The younger

Mr. Riley didn't return phone calis.)

d sarvice.

Miss Malenick's advisory .
which she says she launched partly to help
donors on the right match organized
political activity by unions on the loft.isa
new phenomenon. Now, in the exp'mdln(
Wastington inquiry into last year's cam-
paign fund raising, investigators will be
looking harder at how far such operations

w Triad Mas- stretched fund-raising practices.
ag?mmwnx crill-ll:g. [ pow:'rnnu Just yesterday. m«mimﬂm l:
but little-known force in 1986 lund raising, list of subpoenas approved by

offers another illustration of how politi:
cians and donors found new ways (o push
the legai envelope last year, pumping large
amounts of money into the system.

Miss Malenick's firm quietly advises a
small group of llke-minded conservative
contmbutors. lncluding the younger Mr.
Riley. on how they can give the maximum
amount of money legaily allowed to candi-
dates and PACs. [n reguiar fax messages
to clients, she says, Triad remtinds them of
hot coming electons and recommends
contributions to- worthy PACs, including
the four PACS that received donations from
the younger Mr. Riley. She says it giso
faxes m to PACs sha lavors, nam-
ing the candidates Triad deems worthy of
support because of their conservative
economic and social views. Rep, Riley was
one such candidate (ast year.

Governmental Affairs Committee, which is
seeking documents from groupt invoived
in political fund raising and advertsing,
The committee will hoid hearings and
uitimately consider changes in campaign
laws,
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“There are certanly perfectly legal
arrangements wnere contributors give to
PACs with a high degree of confidence that
their money is going to §o to certain
candidates,” says Ken Gross. an election-
law specialist at the 1aw firm of Skadden
Arps Slate Meagher & Flom. Still, he adds.
there 8 A “gray line” between groups
sharing suggestions and controlling the
flow of contributions.

At Triad, which slso helps link dig
donors and private charities. Mivs Malen-
itk says she carefully cleared ail of the
(irm’s practices with legal counsel. While
Triad is litde-known, records and inter-
views suggest it may have influenced the
flaw of several hundred thousand doltars in
last year's campaigns.

For instance. Floyd Coates. who runs
an Indiana plastics firm, and his wile,
Anne. say they relied on Triad's advice in
making what records show were more than
$80.000 in campalgn contributions in 1998
and 1996. "I personaily decided I would do
all [ could to get conservatives elected.”
Mr. Coates sgys. “When [ heard about
Triad, it just fit my needs to 3 'T* in terms
of doing research into which candidates
are worthy.”

Last vear. Mr. ("nates says. he .and his
wife olluwed [ricd’> idvice :n 2viag

« «S4T000 t) federai campaigns and PACS.
And Mr. Coates says he and his wife acted

on Triad's advice in 1995 when each sent
§2.500 on Dec. 28 (o the American Free
Enterprise PAC. dnd on Dec. 11, each sent
32500 0 the Citizens Allled for Free
Enterprisa PAC.

Twin PACs

Those are the two new California-based
PACs that later gave to Rep. Riley's cam-
paign. Those PACS also illustrate why
questions are being raised about ¢contribu-
tion limits. Both PACs were set up by
Californla GOP activists. and both list

Sacramento addresses on federal records. |

There are so many similarities in the two
Rroups’ lists of receipts and expenditures
th?: they are virtually {raternal finaacial
twins.

On the contribution side, records show,
the two PACS have essentially the same set
of financial backers, with one exception.
This group of some two dozen contnbutors,
Including Mr. and Mrs. Coates, gave al-
most in unison to one PAC in late Decem-
ber of 1995, then gave the exacr same
amounts Lo the other PAC just a few a days
later. The similanties continue on the

expenditure side. tn at least 15 instances. |

the two PACs gave the same amounts lo
the same dates last year, either on
the same day or within a few days. ,

Yet leaders of the PACs {nsist this is all
coincidence, ‘'l don't know too much about
the American Free Enterprise one,' sgys

David Gilllard, a California political con- *

sultant who advises the Citizens Altied for
Free Enterprise. And David Bauer, trea-
surer for American Free Enterprise, says:
“I'm not (aruliar with that other group.”

wuuz

one o the ,uestions now Smerging
before investiz :*nrs '« whether dividuals
coordinatea with fmendly PACs [ast year !¢
ciccumvent legal imits on campRign <on-
tributions. Campaign 1aws place 2 SLuk
limit on the amount any individuai can
f1ve 1o a congressionul primary or general-
election campsign. A PAC is similarly
limated to $5.000 per campaign. An individ-
ual can't give more than $5.000 1o any one
PAC !n a calendar year and can't contrb-
ute more than $25.000 overall to federal
PACS and candidates 1n a year. '

Barlier newspaper reports have citec
exampies in which relatives of Republicar
Sen. Sam Brownback of Kansas and unsuc-
cessful GOP Senate candidate Al Salvi of
lllinois donated money t0 PACS that
shortly thereafter contributed the same
amounts to the Senate campaigns. A
search of federal election records turns up
numerous similar examples in 19%6.

Gray Area
Both Sen. Brownback and Mr. Salvi.
like Rep. Riley, have insisted it is merely a
colncidence that their relatives gave 1o
PACs that shortly thereafter gava (0 their
And the story of Triad shows

how, in the increasingly sophisticated and
compartmentalized world of campaign
contributions, expiicit coordination may
not be necessary for donors to d¢ comfort-
able that their PAC donations will be used
as they want.
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$Steve Ball, Government editor, 261-1519

GOVERNMENT

éon _gave B

ey

PACs gave,

§
¥
5

:
g
/
gs

plilgn May 23.
1 e S e v
paign Muy 24.

<% §1,000 on July 12 th

g;nnﬁ:c. which m&%‘g
y cam), J

e g gt iy 34
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:mnw $500 to the Riley campaign
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